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ST. CLOUD AREA

Quarterly Business Report
Erratum Notice
September 12, 2021
Amendment to St. Cloud Quarterly Business Report VOL. 23, NO. 3 Published in St. Cloud Times Sunday, September 12, 2021.
P. 1I
In Key Results bar graph, there is no number in August ’21 Current Prices Received bar. It should be 64.3
P. 2I
Tables 1 and 2—The first two references to “May 2021” in the titles of each table should be replaced by “August 2021”. The references to May 2021 in
the column headers are correct.
Text column 1, paragraph 1, line 7. Put in space prior to “They”
Text column 1—paragraph 2--%age should be percentage (2 instances)
Text column 2, penultimate bullet point, %age should be percentage
In FUTURE OUTLOOK, text column 2, paragraph 1, 4% should be 45%
In FUTURE OUTLOOK, text column 2, paragraph 1, Sixty-two should be 62
At the end of page 2I, the reader is referred to see this quarter’s first special question, this can be found on page 4I
p. 3I
Text column 1, paragraph 2, change 15.5% to 15.3%
p. 4I
Text column 1, paragraph 2, insert “be” between “will” and “busy” on line 19
Under Pressures, column 1, paragraph 4, change Fifty-five to 55 and change fourteen to 14.
Under Pressures, column 2, first paragraph change Forty-five to 45 and change Sixty-two to 62
P. 6I
Construction employment horizontal scale is partially missing

Corrected errors from printed release, SCTimes September 12, 2021.
P. 1I
Corrected: “SUNDAY, SEPTEMBER 12, 2021”, VOL. 23, NO. 3 replaced “SUNDAY DECEMBER 12, 2021, VOL. XX, ISSUE XX”
Corrected: In INSIDE margin: the first “X” should be “4I”
the second “X” should be “5I”
the third “X” should be “6I”
Corrected: At bottom of page, See RECESSION, Page 6I was misspelled.
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Quarterly Business Report
Every three months two St.
Cloud State University
economists analyze the latest
business and worker data as well
as the results from a survey of
local business leaders. The result
is the St. Cloud Area Quarterly
Business Report. It has been
published four times a year since
1999.
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COSTS OF DOING BUSINESS
Recovering local economy experiencing wage, price pressures

T

he St. Cloudarea economic re
covery has begun as yearover
year regional employment has
grown and surveyed local ﬁrms
project strong business activity.
While the pandemic appears to have
created scars in the local economy that
plague some of our local service sectors,
many area ﬁrms continue to report chal
lenges that are typically associated with
rapid expansion — labor shortages,
price increases, accelerating wage
growth, etc.
Data released by the Minnesota De
partment of Employment and Econom
ic Development (DEED) indicate St.
Cloud area employment increased 4.3%
over the 12 months ending July 2021.
However, employment in the
StearnsBenton Metropolitan Statisti
cal Area (MSA) is still 4,655 (4.4%) be
low its level two years ago.
Recent job growth has been generally
positive across most local sectors, but
the leisure/hospitality and ﬁnancial ac
tivities sectors saw a reduction in work
ers employed over the past twelve
months. While ﬁnancial activities em
ployment has declined statewide, St.
Cloud is the only region to see a current

decline in leisure/hospitality sector em
ployment. Employment in this sector is
now 18.4% below its level in July 2019,
compared to a decline of 10.4% state
wide.
The St. Cloud Index of Leading Eco
nomic Indicators rose 2.1% in the recent
period and 10.3% in the last year as the

local economy continues to rebound
from the trough of the recession that
ended in April 2020. Current business
activity at surveyed ﬁrms continued to
be strong compared to what is normally
seen at this time of year. 60% of sur
veyed ﬁrms report an increase in busi
ness activity over the past three months
and only 17% of ﬁrms experienced a de
crease in activity over the past quarter.
The future outlook of surveyed ﬁrms is
also improved as local companies ex
pect better business conditions over the
next six months.
In special questions, 43% of sur
veyed ﬁrms are either “greatly con
cerned” or “is our greatest concern” that
the decline in labor force participation
that has occurred since the onset of CO
VID is permanent. Also, onethird of
surveyed businesses indicate the possi
bility that the recent increase in econo
mywide inﬂation rates is not temporary
is either a great concern or their greatest
concern. In a ﬁnal special question, only
12% of surveyed ﬁrms consider it to be
likely or extremely likely that their ﬁrm
will use cryptocurrencies for transac
See PRESSURES, Page 4I

The recession of 2020 in Minnesota cities
INSIDE
h Local business leaders on the
labor force situation. Page 41
h Is inflation in the future permanently? Page 51
h How is the leisure/hospitality
sector faring? Page 61

ONLINE
The St. Cloud Area Quarterly
Business Report has been
produced four times each year
since January 1999. Electronic
access to all past editions of the
QBR is available at
http://repository.stcloudstate.
edu/scqbr

R

ecently the National Bureau for
Economic Research dated the
Recession of 2020 (perhaps to
be called ‘the COVID Reces
sion’) as ending in April of that year. In so
doing, it explained that it “did not con
clude that the economy has returned to
operating at normal capacity.” By looking
at four broad measures of production, in
come, employment and sales it deter
mined that “any future downturn of the
economy would be a new recession.”
From the peak of February 2020, non
farm employment in the St. Cloud MSA
dropped 11.3% by April of that year. It has
risen since then (though experiencing a
real lag on a seasonally adjusted basis in
the fall), but still stands 3.6% below its
February 2020 level. This behavior is
similar for Duluth (3.4%) and the Twin
Cities (3.9%). Only Rochester has sur
passed its peak. The diﬀerence i s t he
education and health services sector,
See RECESSION, Page 6I
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SURVEY RESULTS FOR STANDARD QUESTIONS

Remote work is one of several factors area ﬁrms reported as affecting their business. GETTY IMAGES

ables 1 and 2 report the most recent results of
the St. Cloud Area Business Outlook Survey.
Responses are from 42 area businesses that
returned the recent mailing in time to be in
cluded in the report. Participating ﬁrms are repre
sentative of the diverse collection of businesses in the
St. Cloud area.They include retail, manufacturing,
construction, ﬁnancial, health services, and govern
ment enterprises both small and large. Survey re
sponses are strictly conﬁdential. Written and oral
comments have not been attributed to individual
ﬁrms.
Table 1 shows that the threemonth period ending
in August 2021 was much stronger than was found one
year ago when the local economy was in the early
stages of recovering from COVID restrictions. For ex
ample, the diﬀusion index on current business activity
is 42.8 — the highest August reading since 2014. By
comparison, one year ago the current business activity
index was 20.9. A diﬀusion index represents the%age
of respondents indicating an increase minus the%age
indicating a decrease in any given quarter. For any giv
en item, a positive index usually indicates expanding
activity, while a negative index implies declining con
ditions.
Other index values in Table 1 were also strong this
quarter. The survey items that reﬂect local labor mar
ket activity were particularly favorable over the recent
threemonth period.
For example, the length of workweek survey item
jumped this quarter to 28.6. This is the highest value
ever recorded on this item in the August survey. Local
ﬁrms continue to cope with labor shortages by length
ening the workweek for their existing workers, as we
noted last quarter.
Surveyed ﬁrms are also trying to attract (and retain)
workers by oﬀering higher employee compensation.
The index value on this survey item (see accompany
ing chart) is the highest ever recorded! 76% of ﬁrms
report paying higher wages and salaries over the past
three months and no ﬁrms paid lower compensation.
Other current conditions survey readings also sug
gest an improved local labor market. The current em
ployment index recorded its second highest value in
three years and ﬁrms also report more diﬃculty at
tracting qualiﬁed workers than at any time since the
survey was ﬁrst initiated at the end of 1998 (see ac
companying chart).

T

The current capital expenditures index remains el
evated this quarter. Its index value has now fully re
covered from a 40.5 shock in the May 2020 survey. In
addition, as we have now reported for the past three
quarters, prices received by area ﬁrms have increased
over the past several months.
This can be seen in the accompanying chart, which
shows that the current prices received index is at an
alltime high of 64.3. Twothirds of surveyed ﬁrms re
port receiving higher prices over the past three
months, and only one ﬁrm reports lower prices. It is
not clear that ﬁrms’ speciﬁc pricing power has in
creased or whether this is just a reﬂection of general
inﬂationary pressures that are being seen in the over
all economy. We do note that several area ﬁrms ex
press concern about economywide inﬂation in this
quarter’s second special question (which appears
elsewhere in this report). National business activity
was also strong over the past quarter. The diﬀusion in
dex on this survey item is the highest value ever re
corded in the current conditions survey!
As always, ﬁrms were asked to report any factors
that are aﬀecting their business. These comments in
clude:
h Remote working is helping us recruit qualiﬁed
staﬀ outside the area.
h The travel and hospitality business are still suf
fering greatly from covid. We've operated on very little
revenue for 18 months and don't see it getting better
until spring since we don’t get paid until (our service is
delivered).
h Government giving out free money when it's not
necessary creating a large segment of people that
would rather stay home then work for a living creating
a future problem.
h Supply chain issues are getting worse.
h Uncertainty over the future of interest rates.
h Upcoming changes in capital gains taxes are in
ﬂuencing some spending.
h The real pandemic is the level of government in
volvement in every aspect of our lives.
h Logistics—import—transportation charges are
up. Triple and some 4 times%age points. Unchecked
raw product increases up…
h Eviction moratorium has been more of a nuisance
than a real issue, but we are starting to have more peo
ple quit paying and ask for government rental help. So
far we have received none.

T

With 4% of surveyed ﬁrms expecting to expand em
ployment by February (and only a few ﬁrms expecting
decreased payrolls), the future employment index is at
its highest August level ever recorded. Employee com
pensation is also expected to remain strong over the
next six months. Sixtytwo% of surveyed ﬁrms expect
increased employee compensation over the next six
months and only one ﬁrm expects a reduction in
wages, salaries, and beneﬁts.
Like what was seen in Table 1, the diﬀusion index on
future prices received is elevated (at a value of 52.4).
55% of surveyed ﬁrms expect to receive higher prices
by February.
National business activity is expected to remain
strong over the next several months. At a value of 35.8,
the index is now at its highest level ever recorded in the
August survey. Finally, as we have frequently done

he results from the future conditions survey
in Table 2 are generally strong compared to
what is usually seen in the August survey.
Firms’ projections of future activity are sub
stantially improved from last year at this time (which
was a period of considerable uncertainty about the
COVID outlook).
For example, the future business activity index (see
accompanying chart) is 40.5, its highest August read
ing since 2014. By comparison, one year ago the future
business activity index value was 11.7. 55% of surveyed
ﬁrms expect improved business activity by February,
and only 14% of ﬁrms expect weaker conditions, so
there is considerable reason to be optimistic about lo
cal economic activity over the next six months. The fu
ture capital expenditures index also rebounded this
quarter from a lower reading three months ago.

over the years, this quarter’s ﬁnal survey chart looks at
the future diﬃculty attracting qualiﬁed workers index.
The value of this series is 42.8, which is signiﬁcant
ly higher than the 9.3 value recorded one year ago. We
have often noted that this index has served as one of
our unoﬃcial indicators of local recession.
Historically this series has followed a similar pat
tern as the aggregate economy, so we always pay close
attention to the value of this survey item. The elevated
reading of this index over the past couple of quarters
conﬁrms our belief that the area economy is recover
ing from the pandemic recession.
But employment remains below early 2020 levels
and unless and until local labor force participation
rates begin to rebound, area ﬁrms may be plagued by
ongoing diﬃculties attracting qualiﬁed workers. This
is the topic of this quarter’s ﬁrst special question.
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Labor markets slowly bouncing back
Data show gap
persists in
regaining previous
employment peak

T

he St. Cloud economy grew
rapidly after hitting a trough
in late spring of 2020. Over
the last 12 months to July 2021
nonfarm employment grew 4.3% in
the St. Cloud MSA, as seen in Table 3.
This is slower than 5.1% for the state
and 4.7% for the Twin Cities. Goods
production employment was very
strong, with an 8.4% growth in manu
facturing and 5.4% in mining/logging/
construction. For more on the growth
of construction employment and the
general diﬀerences in employment
trends across Minnesota metro areas,
please see “The Recession of 2020 in
Minnesota Cities” section elsewhere
in this report.
Two other factors boosted area em
ployment. First, wholesale trade rose
5.8% in the 12 months to July 2021. The
pandemic boosted demand for goods
and in particular those that could be
shipped directly to consumers’ homes.
This boosted both wholesale trade and
transportation/warehousing/utilities
employment. Also, local government
employment shows a gain of 15.5%
through July 2021 from July 2020. Fed
eral data reported these gains as large
ly coming from local government edu
cation and likely a byproduct of the
impact of previous school closures on
the data. We believe this is anomalous
and unlikely to recur in future data.
The tightness of St. Cloud area labor
markets is shown strikingly in Table 4,
where we see the St. Cloud MSA labor
force has fallen 4.8% between July
2020 and July 2021. Household em
ployment fell by half that, leaving the
unemployment rate in July 2021 at
3.7% from 6.1% in July 2020. Save for
two months in summer 2020, on a sea
sonally adjusted basis, the area labor
force has been gently declining since
August last year.
Initial claims for unemployment in
surance of St. Cloud area workers fell
more than 65% from the MayJuly
2020 elevated levels. Federal bonus
payments for unemployment insur
ance end in September, which may ac
celerate the decline of continuing
claims. In the St. Cloud MSA, regular
continuing claims fell from 5,079 in
April 2021 to 3,482 in July, but extend
ed beneﬁts oﬀered by federal pro
grams declined much more slowly,
from 4,084 in April to 3,689 in July. We
will track these continuing numbers
for the next few issues of the QBR. The
value of building permits in the city of
St. Cloud fell 26.5% in the last year. Da
ta from the Central Minnesota Build
ers Association indicates a signiﬁcant
increase for the ﬁrst 7 months of 2021,
with 195 new building permits taken
versus 145 over the same period last
year and 132 in 2019.
The St. Cloud 12 Stock Price Index
rose 54.2% over the year ending July
31, including 6.9% in the latest quarter
to July 31, beating the 5.4% quarterly
return on the S&P 500. Wolters Kluwer
rose the most in the last quarter, rising
25.4%. CH Robinson fell 8.7% in the
same quarter.
The leading economic indicator se
ries rose a strong 2.1% in the latest
quarter and is up 10.3% in the last year.
However, as Table 5 shows, the results
are more mixed than the headline
number. Three indicators rose, led by
the strong responses of the partici
pants in the current conditions portion
of the St. Cloud Area Business Outlook
Survey. Initial claims for unemploy
ment insurance and the St. Cloud 12
Stock Price Index also contributed to
the positive outlook. However, small
negatives were found on three other
indicators: professional and business
services employment; incorporations
of new businesses; and future expec
tations of survey respondents.
The MayJuly period was one in
which community transmission of
COVID19 in Stearns County was mod
erate or low as measured by the CDC. It
only rose to substantial on July 28. The
delta variant was in the news before
the end of this period, but its impact on
our area data was only at the tail end of
July. However, our survey respondents
answered us in August when delta was
in the news daily. This didn’t seem to
have any major impact on ﬁrms’ for
wardlooking outlook. They tend to be
more focused on rising prices and
wages as well as ongoing labor short
ages. These conditions are commonly
a sign of an expanding economy.

Some employers blame stimulus checks and unemployment beneﬁts for labor shortages, but there are several
contributing factors. GETTY IMAGES

Initial claims for
unemployment
insurance of St.
Cloud area workers
fell more than 65%
from the May-July
2020 elevated levels.
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SPECIAL QUESTION 1

Many explanations for decline in labor force

T

able 4 (found elsewhere in this
report) notes that the estimat
ed labor force in the St. Cloud
MSA was 110,232 in July 2021.
This is 4.8% fewer workers (or unem
ployed workers who wish to ﬁnd em
ployment) than was recorded one year
earlier. This represents a 5,607 reduc
tion of local adults who are available for
work.
This is not unique to St. Cloud as
Mankato experienced a larger, 5.7% de
cline over the same period, though the
rest of Minnesota either had a slight
gain (Duluth) or loss (MinneapolisSt.
Paul, Rochester.) Employers throughout
the U.S. report diﬃculty ﬁnding quali
ﬁed workers. Many explanations have
been oﬀered for the decline in labor
force participation—parents staying at
home with young children during the
pandemic, generosity of unemploy
ment insurance beneﬁts, baby boomers
deciding to retire during COVID, people
leaving the labor force because of an in
ability to work from home, health con
cerns for those at heightened risk of
contracting COVID, etc. Academic re
searchers will busy for years to come in
trying to sort through explanations for
declining labor force participation, so
we oﬀer no conclusive evidence here.
Most economic shocks ultimately re
sult in an economy returning to its nor
mal state. But COVID has been a shock
unlike any other. In February 2020, at
the onset of the short oﬃcial COVID re
cession, the US labor force participation
rate was 63.3% of the adult population.
The most recent reported national labor
force participation rate was 61.7% (in
August 2021). This is well below recent
historical averages and is a major con
cern for potential output growth if this
measure doesn’t begin to rebound in
coming months (and years). There is
some comfort in knowing that Minne
sota (and St. Cloud) has always had
higher labor force participation rates
than the national averages, but the cur
rent local labor force shortfall begs the
question if we will ever return to pre
COVID rates of local labor force partici
pation.
We asked the following question:
SPECIAL QUESTION 1: To what ex
tent is your ﬁrm concerned that the
decline in labor force participation
that has occurred since the onset of
the COVID recession will be perma
nent?

A bus advertises for open driver positions Aug. 3 at the Benton County Fair in
Sauk Rapids. DAVE SCHWARZ/ST. CLOUD TIMES

Pressures
Continued from Page 1I

tions within the next ﬁve years.

Key takeaways
1. Private sector payroll employment
in the St. Cloud area rose 4.3% from one
year earlier in the 12 months through
July 2021. The unemployment rate in
the St. Cloud area was 3.7% in July 2021,
which was much lower than the 6.1% ﬁg
ure observed one year ago. We note that
these comparisons are impacted by the
historic economic decline that occurred
in the ﬁrst few months of the pandemic
(in 2020). The local labor force contract
ed by 4.8% over the past year as there
are now 5,607 fewer adults working or
available for work in the St. Cloud area
than there were one year ago.
2. Nearly all area sectors experienced
employment gains over the year ending
July 2021. Sectors with the largest job
gains include manufacturing (8.4%),
government (7.5%), other services
(6.3%), transportation/warehousing/
utilities (6.6%), wholesale trade (5.8%),
mining/logging/construction
(5.4%)
and education/health (4.8%). The only
local sectors experiencing job loss over
the past twelve months were ﬁnancial
activities (2.8%) and leisure/hospital
ity (0.9%).
3. The St. Cloud Index of Leading
Economic Indicators (LEI) rose by 2.1%
in the current period. Three of the six in
dicators rose and three others fell in the
current quarter. The St. Cloud 12 Stock
Index rose 6.9% over the three months
ending July 31, 2021. Over the same peri
od, the S&P 500 rose 5.4%. Seven of the
12 stocks in the St. Cloud index rose in
this most recent period.
4. The future outlook of those area
businesses responding to the St. Cloud
Area Business Outlook Survey was
stronger than usual for this time of year
as surveyed ﬁrms remain optimistic
about economic performance over the
next six months. Fiftyﬁve% of sur
veyed ﬁrms expect an increase in busi
ness activity over the next six months
(and fourteen% expect decreased activ

Nearly all area
sectors experienced
employment gains
over the year ending
July 2021. ... The only
local sectors
experiencing job loss
over the past twelve
months were
ﬁnancial activities
and leisure/
hospitality).
ity). Fortyﬁve% of surveyed ﬁrms ex
pect to expand payrolls by February
2022 and 55% anticipate increased
prices received over the next six
months. Sixtytwo% of surveyed ﬁrms
expect to pay higher wages and salaries
by February.
5. The local labor shortage is a major
concern for area ﬁrms. 48% of surveyed
ﬁrms expect it to be more diﬃcult to at
tract qualiﬁed workers over the next six
months and only 5% expect these diﬃ
culties to decrease. In addition, in a spe
cial question, 43% of surveyed busi
nesses indicate the possibility that the
recent decrease in labor force participa
tion is permanent is either a great con
cern or their greatest concern. No ﬁrms
are unconcerned about permanent la
bor force decline.
6. In another special question, 33% of
surveyed ﬁrms express either great con
cern or their greatest concern that the
recent increase in economywide inﬂa
tion will not be temporary. Only 5% of
ﬁrms are unconcerned about this inﬂa
tionary possibility.
7. In a ﬁnal special question, 57% of
survey respondents think it is either un
likely or extremely unlikely that their
ﬁrm will use cryptocurrencies in trans
actions within the next ﬁve years. Few
ﬁrms (12%) think the use of cryptocur
rencies is either likely or extremely like
ly.

Surveyed ﬁrms are clearly concerned
that the decline in labor force participa
tion will be permanent. 14.3% of ﬁrms
indicate it is their “greatest concern."
Another 28.6% are “greatly concerned”
and 38.1% are “moderately concerned."
Only 16.7% of ﬁrms are “slightly con
cerned” and no ﬁrms are “not at all con
cerned” that the decline in local labor
force participation may prove to be per
manent.
There were several interesting com
ments on this question. They include:
h Ability to attract qualiﬁed staﬀ is
holding back our ability to expand or
even meet the level of service we desire
today.
h An adjustment to a reduced work
force in trades that were already short
on help is greatly concerning. We need
to push trades of all sorts to our kids,
and resist shoving college down the
throats of every kid in school.
h I feel that when people get too
much free stuﬀ they forget to have a de
sire to work.
h Skilled labor is nonexistent.
Training takes years.
h Not a big fear.
h Current government assistance
plans are creating an environment that
does not create work ethic.
h We are expecting that when the ex
tended UI beneﬁt program ends in Sep
tember we will see an increase in appli
cants.
h As long as the unemployment ben
eﬁt is not continued, there should be
many people who should come back to
the workforce.
h With the increased costs of child
care and healthcare, the workforce is
evaluating if it is better to work or re
main on social programs that subsidize
expenses without being in the work
force.
h I'm wondering if immigration could
be a partial answer.
h We believe the end of the addition
al (UI) pay will help us some. But, we be
lieve there are some workers who will
not be back.
h Depends on our government: quit
giving beneﬁts when there are jobs
available!!!
h Not an issue for the company. But it
is an issue for my clients. That could im
pact my company.
h If the government continues to pay
people not to work, we will never see
hiring again.
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SPECIAL QUESTION 2

Are area leaders concerned about longterm inﬂation?
National inﬂation rates have been el
evated in recent months. Current mea
sured inﬂation rates are the highest re
corded in nearly four decades. The Fed
eral Reserve—our nation’s central
bank—has a dual legal mandate to pro
mote high employment and achieve sta
ble prices. For the past several years, the
Fed has interpreted this latter objective
as achieving an inﬂation rate that is no
higher than 2%. In 2020, Fed chair Jay
Powell announced that the central bank
was planning to tweak this inﬂation ob
jective to average 2% over time. This
means that any misses in the measured
inﬂation rate below 2% would be oﬀset
by inﬂation exceeding 2%. The details
aren’t particularly important on these
pages, but this nuanced policy change
laid the groundwork for the Fed to ac
cept inﬂation rates that exceed 2% over
some unspeciﬁed period of time.
Besides aggressive monetary policy
actions, there has been plenty of up
ward pressure on U.S. prices including
supply chain disruptions, ﬁscal stimu
lus or a declining dollar.
The Fed has communicated that,
while the size of these other impulses
have surprised them, the current elevat
ed rates are temporary. Among their ar
guments are that the most rapid inﬂa
tion has been in durable goods (which
has seen unsustainably rapid price in
creases) and energy (which can be high
ly volatile). They also argue that supply
chain disruptions will be reversed in the
coming months and that inﬂationary
expectations have remained close to the
2% target.
They also argue that the inﬂuence of
technology and globalization in recent
years has tended to lead to a longer
term decline in inﬂation rates. We are
unsure of these arguments, but the fact
that longterm interest rates have re
mained historically low is evidence that
supports their policy of keeping inﬂa
tionary expectations anchored at 2%.
We were curious what area business
leaders thought about the possibility
that the current elevated inﬂation rates
would not prove to be temporary, so we
asked:
SPECIAL QUESTION 2: To what ex
tent is your ﬁrm concerned that the

recent increase in economywide gen
eral inﬂation rates will not be tempor
ary?
28.6% of surveyed ﬁrms are “greatly
concerned” about current inﬂation
trends and it is the “greatest concern” of
4.8 percent of ﬁrms. Another 38.1 per
cent of ﬁrms are “moderately con
cerned” and 19 percent are “slightly con
cerned”. 4.8 percent of ﬁrms express no
concern at all. Written responses help
tell the story:
h Shortages are leading to price in
creases.
h Other. Depends on who takes the
House in 2022.
h Other. It’s already here depending
on where you are at in the supply chain.
h Prices in many industries just sim
ply do not go down once there's been a
reason to increase prices. Competition
and availability will level oﬀ pricing, but
will not bring them back.
h Prices are going to continue to go
up as demand is larger than supply.
h Material prices in construction
have been all over the board. We have
had projects shelved because of them.
While some materials have come down
others have gone up. Delivery is also
causing signiﬁcant problems and costs.
h Need to watch.
h Need a federal government with
some ﬁscal restraint.
h We have seen double digit price in
creases from most of our suppliers in
the last 2 months and we've been told
that there will be another increase after
Jan 1.
h Inﬂation is great especially when
connected with the increase in domes
tic made goods which allows everybody
to win, both domestic producers and
their employees.
h Cost of supplies and labor are sky
rocketing which will result in increased
pricing, reducing purchasing power by
our customers.
h We welcome a reasonable amount
of inﬂation. We are in the distribution
and service business. Some of these in
creases are good for us.

SPECIAL QUESTION 3

What is cryptocurrency’s future
in worldwide business markets?
This quarter’s ﬁnal special question
asks area ﬁrms about their potential use
of cryptocurrencies in business trans
actions. There are more than 25 crypto
currencies in existence, led by Bitcoin
with a current market capitalization ap
proaching $1 trillion. We oﬀer no opinion
whether Bitcoin can eﬀectively serve
the important monetary function of
store of value though we note it is an as
set with substantial market volatility.
But there are several wellknown ﬁrms
that accept Bitcoin as payment, and on
Tuesday El Salvador became the ﬁrst
country to adopt Bitcoin as legal tender,
so (at least for these ﬁrms) the crypto
currency serves the medium of ex
change function of money. We were cu
rious what area ﬁrms thought of crypto
currencies, so we asked:
SPECIAL QUESTION 3: What does
your ﬁrm believe is the likelihood that
it will use cryptocurrencies in trans
actions in the next 5 years?
Surveyed local ﬁrms are lukewarm on
the likelihood that they will use crypto

currencies within the next ﬁve years.
Only 7.1% of ﬁrms are “likely” to use
crypto and another 4.8% are “extremely
likely” to do so. A majority of ﬁrms are
either “extremely unlikely” or “unlikely”
to use cryptocurrencies in the next ﬁve
years and 21.4% are neutral.
Written comments include:
h Hopefully it never happens. There
is enough competition already.
h Not likely in B2B (businessto
business). And, unless our retail trans
actions can be paid with crypto on cred
it cards, I do not see it as likely for us.
h I think that is farther out in the fu
ture
h Does not work for us.
h I am an investor in crypto and al
ready do business with it. I expect it to
become commonplace as more banks
get into it.
h Crypto is a joke and it is going to
end badly.
h Our industry is not generally
known as one that adopts change easily
or early.

Ford and GM are still scrambling to make enough pickups to meet demand amid
a global shortage of computer chips. A new round of COVID-related factory
closures would only make matters worse. FORD MOTOR COMPANY
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which is 0.6% higher in Rochester than
the February 2020 peak, but down
about 7% in each of the other Minnesota
MSAs.
An engine for growth across all Min
nesota cities has been the construction
sector. Demand for housing has risen
and with it prices for real estate. This in
turn has stimulated new building of
houses. While construction employ
ment has grown in all four economies,
the St. Cloud MSA has seen a remark
able 40.1% rise in employment from
February 2020 to July 2021. As seen be
low, other Minnesota MSAs have risen
by 1525%. This extra growth of con
struction employment added more than
900 jobs to the area economy.
On the other hand, particularly since
early 2021, leisure/hospitality employ
ment has lagged in the St. Cloud MSA
relative to other parts of Minnesota. Du
luth had returned to the previous level
of employment in this area by June and
Rochester by July. However, in the St.
Cloud MSA the level of leisure/hospital
ity employment in July stood 16.4% be
low its February 2020 level. In Minne
apolisSt. Paul it was 7.8% less over the
same period.
There is clearly reduced activity in
the leisure/hospitality area. Tax re
ceipts in the city of St. Cloud from food
and beverage for sale on premises in
June was 9.7% below its level in June
2019 and hotelmotel tax revenue fell
30.7% at the same time. The gap be
tween 2021 and 2019 has fallen signiﬁ
cantly in both these areas but particu
larly for area hotels it is still at extremely
low levels.
In previous issues of the St. Cloud
Area Quarterly Business Report we have
discussed the diﬀerential impact of the
COVID pandemic on jobs that involve
greater contact with customers. Beyond
leisure/hospitality, those sectors in
clude retail sales and ‘other services’
which includes things like gyms, thea
ters, hair salons and barbers.
By looking at the graph nearby you
will see how the cumulative gain or loss
in these three sectors has done across
the four MSAs of Minnesota. The
change is not too large for any of the
MSAs in retail sales employment, and
“other services” were all down (St.
Cloud least of all). However, the experi

There is clearly reduced activity in the leisure/hospitality area. Tax
receipts in the city of St. Cloud from food and beverage for sale on
premises in June was 9.7% below its level in June 2019 and
hotelmotel tax revenue fell 30.7% at the same time. The gap
between 2021 and 2019 has fallen signiﬁcantly in both these areas
but particularly for area hotels it is still at extremely low levels.
ence of the leisure/hospitality sector is
clearly a signiﬁcant factor that has kept
area employment from growing faster.
We regard the data for St. Cloud as
putting the end of the recession of 2020
in April 2020. While growing in ﬁts and

starts since May 2020, the trend is al
most as sharply up as the precipitous
twomonth drop of that early spring. It
seems likely that these dates would ap
ply to other cities, though we have not
studied other MSAs in depth. But many

changes happen under the surface in
each of these Minnesota cities, and the
lagging leisure/hospitality sector ap
pears unique to St. Cloud. We leave ex
planation of that trend to those in the
industry and interested onlookers.

